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BY THE COMMISSION: | MJ
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FINDINGS OF FACT
i I Anzona Electric Power Cooperative, Inc. (AEPCO) and Trico Electric Cooperative,
I

Inc. (Trico) are certificated to provide electric service as a public service corporations in the State of
Artzona.

2. On September 30, 1998, AEPCO and Trico jointly filed two electric service agreements
which propose amendments to previous agreements with Cyprus Sierrita Corporation (Cyprus). The
proposed Third Amendment to the Purchase Agreement (Third Amendment) is an amendment to an
existing agreernent through which Trico sells firm and interruptible power to Cyprus for its Twin
Buttes copper mining operations focated within Trico's service area at a discounted rate. The original
Purchase Agreement (Decision No, 58662} was approved on June 13, 1994, and amended by the

Second Amendment (Decision No. 539441) on December 20, 1995, The proposed Amendment No.

Sy o to the Contingent Well Service Agreement (Amendment No, 1) is an amendment to an existing

agreement through which Trico serves part of Cyprus' water pumping Joad at the Sierrita Tailings

1TH Area.
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7 agreements would continue after 1999 urless terminated by either party with six months notice.

4 The otherwise applicable tariff would be Trico’s General Service GS-3 rate. Trico's

percentage point of power factor below 90 percent, and a fuel and purchased power adjustment of -
$0.006 per kWhe
3. Under the existing Purchase Agreement, Cyprus pays a demand charge of $12.83 per

KW for up 10 5.000 kW, with a minimum of 3,500 kW per month. There is an energy charge of

I s0.02365 per kWh {scheduled 1 escalate 10 $0.0263 for 1999) associated with the first 5.000 kW. An

| additional 10.000 kW of interruptible overrun energy is made available to Cy prus at a rate equal 1o

the daily market price of wholesale economy energy plus 15 percent. There is a demand charge of
$6.42 per KW on the second 5,000 kW of overrun electricity. The overrun energy may be interrupted
by AEPCO or Trico tor any reason. In addition, there is a Trico franchise charge of $0.004 per kWh
for alt kWh consumed and a power factor adjustment to kW, Neither Trico's nor AEPCO's fuel and
purchased power adjustor 1s applied to Cyprus.

6, Under the proposed Third Amendraent, the 1999 demand charge would be reduced to
$8.65 per kW tor the first 5,000 KW, but the rate would escalate by $0.10 per kW on January of each
year. The energy charge associated with the first 5,000 kW would be $0.02565 per kWh in 1999 and
$0.0263 beginning in 2000, The demand charge on the second 5,000 kW of overrun electricity would
be 5432 per KW in 1999 and escalate by $0.05 per kW each year. The Trico franchise charge would
be 300033 per KWh. The rest of the terms would remain the same.

7. Based upon actual electricity usage over the last 12 months, Cyprus would pay an

overall rate of $0.040 per kWh during 1999 under the proposed Third Amendment. compared to a rate

Decision No. (! (a Q?
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of 6043 per KkWh under the existing agreement. These figures include taxes and assessments.

K. Under terms of the existing Well Szrvice Agreement, Cyprus buys electricity from
Trico to serve water wells used to process tailings resulting from the copper extraction process. The
clectnie service 1s contingent on AEFCO baving an "Economic Resource Surplus,” calculated as the
amount of AEPCO's net resource capacity that exceeds AEPCO's net firm load for any given hour.

9. Under the existing agreement, Cyprus pays a demand charge of $10.50 per kW, an
energy charge consisting of a buse energy rate of $0.0205 per kWh that escalates by $0.0005 per kWh
cach vear, & Trico frunchise charge of $0.004 per kWh, and a power factor adjustment. Neither
AEPCO's nor Trico's fuel and purchased power adjustors apply. The minimum billing demand is
P00 W,

th. Under the proposed Amendment No. 1, the demand charge would be reduced to $8.65
per KW in 1999 and escalate by $0.10 per kW each year, The Trice iranchise charge would be
$0.0035 per kWh. The rest of the terms would remain the same.

th Based upon actual clectricity usage over the last 12 months, Cyprus would pay an
overall rate of $0.030 per kWh during 1999 under the proposed Amendment No. 1, compared to a rate
of $.036 per kWh under the existing agreement. These figures include taxes and assessments,

12, Cyprus has explored the feasibility of installing self-gencration equipment as an
alternative to buying power for its operations. In 1995, Staff reviewed a confidential self-generation
study performed for Cyprus and conducted its own analysis of self-generation costs. Staff has found
that the costs of self-generation are commensurate with the proposed rates.  Cyprus has also
considered the possibility of purchasing electricity from competitive suppliers in 1999 but prefers at
this time to continue purchasing electricity from Trico under the terms of the existing agreements with
the proposed amendments.

13 Although Trico and AEPCO would receive less revenue under the proposed
amendments than under tarifled rates, revenue would be zero if Cyprus were lost as a customer. In
addition. the revenue recetved from Cyprus more than covers AEPCO's marginal costs of providing

electricity 1o Cyprus.
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14 Suaff has recommended approval of both the Third Amendment and Amendment No.
1 because Cyvprus has viable alternatives to buying power from Trico, and without the agreements
Trico and AEPCO would lose revenues they could otherwise receive,

15 Beeause Cyprus does not contribute to either AEPCO's or Trico’s purchased power and
fuct adjustors, Stall has further recommended that the costs and revenues of these agreements with
Cvprus continue e be excluded from the purchased power and fuel adjustors of AFPCO and Trico,
but that the costs and revenues continue to be reported as a memo item on the purchased power and
fuel adjustor reports.

Yo, Inaddition, Statt has recommended that AEPCO no 'rmoer be required to file annual
reports concerning these agreements with Cyprus.

17. Staft has also recommended that the Commission make clear that approval of the

amendments at this time does not guarantee any future ratemaking treatment of the agreements with

CONCLUSIONS OF LAW

. AEPCO and Trico are Anizona public service corporations within the meaning of
f’\rzie!é XV, Section 2. of the Arizonat  stitution.

2. The Commission has jurisdiction over AEPCO and Trico and over the subject matter
of the apphication,

The Commussion, having reviewed the application and Staff's Memorandum dated

October 15,1995, concludes that it s in the public interest to approve the amendments.
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! ORDER
2 FHEREFORE, 1T IS ORDERED that the proposed electric service amendments with Cyprus

L

be and hereby are approved.

4 I IS FURTHER ORDERED that the costs and revenues of these agreements with Cyprus

K Y

continue to be excluded from the purchased power and fuel adjustors of AEPCO and Trico, and that
6] the costs and revenues continue (o be reported as a memo item on the purchased power and fuel

7H adjustor reports.

8 IT IS FURTHER ORDERED that AEPCO is no longer required to file annual reports
S concernng these agreements with Cyprus
10} TS FURTHER ORDERED that approval of the amendments at this time does not guarantee
V1 any future ratemaking treatment of the agreements with Cyprus,
12 I'TIS FURTHER (‘)RK)ERED’th;ﬂ this Deciston shall become effective immediately.
13

14 BY ORDER OF THE ARIZONA CORRORATION (I(}MMIS&K)N

\ Q XD ‘

COMMISSIONER

IN WITNESS “REOF, 1, JACK ROSE. Executive
Secretary of the Arizona Corporation Commission, have
hereunto, set my hand and caused the official seal of this

/ Commission to be affixed at the Capitol jin the City of
39 Phoenix, this day of é , 1998,
204
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- K ROSE

. Executive Secretary
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